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SUBJECT: STATUS OF MOBIL OIL SERVICE CONTRACT 

REF: CARACAS 10123 

tv THE OCCIDENTAL PETROLEUM COMPANY BRIBERY SCANDAL, WHICH 
SUSPENDED THAT COMPANY’S NEGOTIATIONS ON COMPENSATION FOR ITS 
SERVICE CONTRACTS, HAS HAD A FALL-OUT EFFECT ON MOBIL OIL 
COMPANY'S NEGOTIATIONS FOR COMPENSATION ON ITS SERVICE CONTRACT. 
RICHARD HOWE, MOBIL VENEZUELA PRESIDENT, EXPLAINED THE SITUATION 
TO THE PETROLEUM ATTACHE ON DECEMBER 10. 

2. ACCORDING TO HOWE, BECAUSE OF THE OCCIDENTAL PETROLEUM 
CASE, THE MINES MINISTER WOULD NOT NOW APPROVE ON HIS OWN 
COMMERCIALLY OF THE MOBIL SERVICE CONTRACT EVEN I F ADDITIONAL 
WELLS CONFIRMED THAT THE OIL STRUCTURE MOBIL HAS FOUND IS 
COMMERCIAL BEYOND ANY QUESTION. HOWE BELIEVES THAT SUBSTANTIAL 
COMPENSATION FOR THE SERVICE CONTRACTORS, THROUGH THE PROCEDURE 
OF DECLARING THAT THEIR AREAS CONTAIN COMMERCIAL QUANTITIES OF OIL, 
IS NOW A DEAD ISSUE. THE MINES MINISTER HAS INDICATED TO MOBIL 
THAT THE COMPANY MUST NOW TAKE ITS CASE TO THE SUPREME COURT IF 
IT INSISTS UPON THE $17 MILLION THAT THE COMPANY EXPECTED TO BE 
PAID IF THE SERVICE CONTRACT BLOCK HAD BEEN DECLARED COMMERCIAL. 
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3. THUS, HOWE CONSIDERS THAT MOBIL HAS TWO REMAINING OPTIONS. 

ONE IS THE LEGAL CHALLENGE BEFORE THE SUPREME COURT, WHERE HOWE 
CONSIDERS THE PROSPECTS FOR A FAVORABLE VERDICT TO BE NIL. 
ALTERNATIVELY, MOBIL COULD WITHDRAW ITS FORMAL REQUEST THAT THE 
BLOCK BE DECLARED COMMERCIAL AND HAVE REFUNDED A $2 MILLION 
PERFORMANCE BOND FEE. MOBIL WILL PROBABLY OPT FOR THE LATTER 
DECISION TO SALVAGE THE PERFORMANCE BOND FEE SOMETIME IN JANUARY 1976 


4. HOWE SUMMED UP MOBIL'S POSITION WITH THE COMMENT THAT HIS 
INTERNATIONAL COMPANY CANNOT IN THE FINAL ANALYSIS TURN ITS BACK 
ON VENEZUELA. THIS WAS THE RATIONALE USED IN ACCEPTING THE 
COMPENSATION TERMS, AND FOR NOT CONTESTING NATIONALIZATION IN 
THE VENEZUELAN COURTS. NEVERTHELESS, NO ONE IN MOBIL IS HAPPY 
WITH THE NATIONALIZATION PROCESS AND, ACCORDING TO HOWE, COMPANY 
OFFICIALS IN NEW YORK "CRINGE" WHENEVER THE NAME VENEZUELA IS 
MENTIONED. AS AN ASIDE, HOWE PREDICTED THAT OCCIDENTAL WILL NEVER 
RECEIVE COMPENSATION FOR ITS SERVICE CONTRACTS. 
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